Y-DEC 
DCA 


AUTHOR 

Steve  Bishop 


FIELD  ENGINEERING  IN  1985 


DIGITAL  EQUIPMENT  CORPORATION 


Prepared  by:  INPUT 
July  1980 


STUDY  SCOPE 


USING  BEST  EFFORTS  APPROACH,  DETERMINE  WHERE 
FIELD  ENGINEERING  IS  TODAY  AND  WHERE  IT  WILL  BE 
FIVE  YEARS  FROM  NOW 

STUDY  FOUR  SPECIFIC  ENTITIES,  I.E., 
IBM/DPD;  IBM/GSD;  TI  AND  CDC 

STUDY  IS  TO  BE  HARDWARE  AND  SOFTWARE 
ORIENTED 

STUDY  IS  PREDICATED  UPON  A  LIST  OF  SPECIFIC 
AREAS  OF  INTEREST  THAT  MAY  OR  MAY  NOT  BE 
ALL-INCLUSIVE  OR  GERMAINE 


INPUT 
Y-DCA 


STUDY  METHODOLOGY 


•  DIRECT  INTERVIEWS  WITH  TARGET  COMPANIES 

DISCOVERED  IT  WAS  IMPOSSIBLE  TO  FIND  ONE 
SOURCE  THAT  COULD  SPEAK  TO  ALL  AREAS, 
THEREFORE,  MULTIPLE  DISCUSSIONS  WERE 
HELD,  I.E.,  IBM  (RAS  GROUP  IN  POUGHKEEPSIE  & 
ENDICOTT,  DP  HEADQUARTERS,  GSD  HEADQUARTERS, 
CORPORATE  GROUP,  PRODUCT  GROUP  PLANNING, 
OPD  PLANNING,  CORPORATE,  RECENT  EMPLOYEES 
AND  OTHER  CONSULTANTS). 

•  UTILIZATION  OF  PRIOR  STUDIES 

•  SECONDARY  RESEARCH 


INPUT 

Y-DCA 


PROBLEM  ENCOUNTERED 


FIELD  ENGINEERING,  AS  A  WHOLE,  IS  WEAK  IN  PLANNING 

IN  THE  MAIN,  A  REACTIONARY  GROUP 

SUFFER  FROM  SHORT  TERM  PROBLEMS  WHICH  BLUR 
THE  LONG  TERM 

TOO  NEW  IN  THE  P  S  L  GAME 

PLANNING  GROUPS  ORIENTED  TOWARDS  HOW  TO 
TRAIN  AND  STAFF  FOR  THE  NEXT  PRODUCT  AND 
NOT  THE  TOTAL  PICTURE  OF  BUSINESS 

-      TOP  MANAGEMENT  IS  GOOD  BUT  LOWER  TIERS 
ARE  STILL  TIED  TO  STATISTICAL  INDEXES  FOR 
"HOW  DID  WE  DO  YESTERDAY?" 


INPUT  ^ 

Y-DCA 


STUDY  RESULTS 


•  TO  BE  PRESENTED  IN  A  SHORT  FORM  PRESENTATION 
COVERING  SPECIFIC  POLICIES/PRACTICES  OF  THE  FOUR 
TARGET  ENTITIES  IN  1985 

SPECIFIC  FIVE-YEAR  PROJECTIONS  FOR  POLICIES 
ON  THE  PART  OF  THE  ENTITIES  ARE  ALMOST 
NON-EXISTANT 

•  THERE  IS  A  STANDARD  SET 'OF  INDUSTRY-ORIENTED 
PROBLEMS  THAT  ALL  FE  GROUPS  ARE  ATTACKING  WITH 
A  VERY  COMMON  END-ALL  SOLUTION 

•  THE  VARIANCE  BETWEEN  COMPANIES  ON  HOW  TO 
ACHIEVE  THE  1  985  GOALS  LIES  PRIMARILY  IN  WHERE 
THEY  ARE  TODAY 


INPUT 

Y-DCA 


GENERAL  FIELD  ENGINEERING  RESTRAINTS 


SALES/MARKETING  DOMINATION 

"NEW  KID  ON  THE  BLOCK"  IN  CORPORATE  RECOGNITION 
TIED  TO  PRODUCT  DIVISIONS 

SUPPORT  OF  PRODUCTS  PERCEIVED  TO  BE  COMPETITORS 
OR  BY  ADDING  "NAME"  ORGANIZATIONS,  COULD  BECOME 
A  COMPETITOR 


INPUT  ^ 

Y-DCA 
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OVERALL  FIVE-YEAR  OBJECTIVES 


•  ACHIEVE  OR  INCREASE  FIELD  ENGINEERING 
PROFITABILITY 

•  ACHIEVE  EQUAL  FOOTING  WITH  MARKETING  AS  A 
REVENUE  PRODUCER 

•  CREATE  AN  AUTONOMOUS  ENVIRONMENT  FROM 
PRODUCT  DIVISIONS 

•  REDUCE  DIRECT  LABOR  COSTS 

•  CREATE  A  "VALUE  ADDED"  ENVIRONMENT 

•  BECOME  A  "USER  PARTNER",  NOT  A  PROBLEM 


FACTORS  IN  THE  MARKET 


•  FIELD  ENGINEERING  IS  DRIVEN  BY  OWN  SALES 
OPERATION,  PRODUCT  ANNOUNCEMENTS,  COMPETITION 
AND  TRENDS  IN  THE  MARKET 

•  DOWN  ECONOMY 

COMPANIES  ARE  SCRAMBLING  FOR  NEW  MARKETS 
AND  MARKET-OF-THE-FUTURE 

•  CHANGING  CHANNELS  OF  DISTRIBUTION 

DIRECT  SALES 


RETAIL/DEALERS 


INDUSTRIAL  DISTRIBUTORS 


NO  VALUE  ADDED 


SYSTEMS  INTEGRATORS 


BUY  ENTIRE  SYSTEM  AND  ADD  SOFTWARE 


INPUT  ^ 

Y-DCA 
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FACTORS  IN  THE  MARKET  (CONT.) 


•  CHANGING  CHANNELS  OF  DISTRIBUTION  (CONT.) 

HARDWARE  OEM's 

BUY  BITS  AND  PIECES  FROM  SEVERAL  SOURCES 

-  CATALOG  SALES 

-  JOINT  SOFTWARE  VENTURES 
INFORMATION  PROCESSING  COMPANIES 

•  EMERGING  COMPETITION 

IBM 
PRIME 
TRW 
TANDEM 

-  JAPANESE 


FACTORS  IN  THE  MARKET  (CONT.) 


•  DROPPING  PRICE/PERFORMANCE 

•  CHANGING  HARDWARE 

-      MULTI-FUNCTION  EQUIPMENT 
INTELLIGENT  TERMINALS 

•  FUTURE  OF  COMMUNICATIONS 

•  THE  OFFICE  OF  THE  FUTURE 
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INPUT 
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SPECIFIC  FACTORS  AFFECTING  FIELD  ENGINEERING 


GENERAL 

•  CONVERSION  TO  P  &  L  CENTERS 

•  NEED  TO  ACHIEVE  (OR  INCREASE)  PROFITABILITY 

•  INCREASING  LABOR  COSTS 

•  DIVORCE  FROM  MARKETING  AND  PRODUCT  DIVISIONS 

•  ADVENT  OF  DDP 

REMOTENESS 

HARDWARE/SOFTWARE  MAINTENANCE 

•  LEGAL  PROBLEMS  OR  DEFINITION  OF  AN  OEM 
VS.  AGENT 

•  HOW  TO  MARKET  FIELD  ENGINEERING  SERVICES? 


INPUT 
Y-DCA 


SPECIFIC  FACTORS  AFFECTING  FIELD  ENGINEERING  (CONT.) 


HARDWARE 

•  MAINTENANCE  INCREASING  AS  A  PERCENTAGE  OF 
HARDWARE  COSTS  OVER  A  FIVE-YEAR  PERIOD 

•  REMOTE  DIAGNOSTICS 

ON-LINE  DIAGNOSTICS 

DOWN-LINE  LOAD,  LOCAL  LOAD  OR  RUNS  UNDER 
OPERATING  SYSTEM  ALL  THE  TIME  AND  IS 
CALLABLE 

•  MAINTENANCE  OF  "FOREIGN  DEVICES" 

•  MAINTENANCE  OF  "COMPETITIVE  DEVICES" 


INPUT 
Y-DCA 


SPECIFIC  FACTORS  AFFECTING  FIELD  ENGINEERING  (CONT.) 


HARDWARE  (CONT.) 
•       DIFFERENT  PRICING  SCHEMES 
BUNDLED 
UNBUNDLED 

LABOR  ONLY 
PARTS  ONLY 
ON-SITE  SERVICE 
R/D  ONLY 
DUTY  CYCLE 
-      SPECIFIC  RESPONSE  TIME 
SPECIFIC  REPAIR  TIME 


INPUT 

Y-DCA 


SPECIFIC  FACTORS  AFFECTING  FIELD  ENGINEERING  (CONT.) 


HARDWARE  (CONT.) 


DIFFERENT  PRICING  SCHEMES  (CONT.) 


CONSULTING  TIME 


QUANTITY  DISCOUNTS 


TOO  FEW  FIELD  ENGINEERS/TOO  MANY  FIELD  ENGINEERS 


WRONG  FE  MIX  WHEN  R/D  IS  IMPLEMENTED 


REPLACED  BOARDS  -  NO  FAULT  FOUND 


REPEAT  CALLS  -  SAME  PROBLEM 


SPARES 


COST  FROM  MANUFACTURING 


COST  ELSEWHERE 


COST  TO  CARRY 


COST  NOT  TO  CARRY 


■  INPUT  ^ 

Y-DCA 
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SPECIFIC  FACTORS  AFFECTING  FIELD  ENGINEERING  (CONT.) 


SOFTWARE    (SYSTEMS  LEVEL) 

•  TRAINABILITY  OF  PRESENT  FORCE 

•  CURRENT  ISSUE  LEVEL  POLICY 

-  WHEN  DOES  A  USER  HAVE  TO  CHANGE? 

-  WHO  DOES  IT? 

WHAT  ARE  THE  PENALTIES  IF  HE  DOESN'T? 

•  DOCUMENTATION 

HOW  DISTRIBUTED? 

-  TO  WHOM? 

-  WHEN? 

WHAT  METHOD? 

—  INPUT 

Y-DCA 
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SPECIFIC  FACTORS  AFFECTING  FIELD  ENGINEERING  (CONT.) 

SOFTWARE  (SYSTEMS  LEVEL)  (CONT.) 
•  RESPONSIBILITY 

PRE-SALES 

POST-SALES 
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INPUT  ^ 
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SPECIFIC  FACTORS  AFFECTING  FIELD  ENGINEERING  (CONT.) 


SOFTWARE  (APPLICATIONS) 

•  EXCLUDING  MICROS  —  95%  IS  CUSTOMER  OR  SYSTEMS 
HOUSE  WRITTEN 

•  HOW  TO  MAINTAIN? 

-      MASTER  TAPE  DOESN'T  MATCH  PRODUCTION  TAPE 
NO  DOCUMENTATION 
WHAT  WILL  THE  USER  PAY  FOR  HELP? 

•  MOST  VENDORS  WOULD  LIKE  TO  ATTACK  BUT  DON'T 
KNOW  HOW 


INPUT 

Y-DCA 


NEW  SERVICES  TO  IMPROVE  REVENUE 


•       SOFTWARE  MAINTENANCE 


T&M 


CONSULTING 


VENDOR  SUPPLIED 


TRAINING 


SCHOOLS  FOR  ALL 


CUSTOMERS  FOR  A  FEE 
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INPUT  ^ 

Y-DCA 


NEW  SERVICES  TO  IMPROVE  REVENUE  (CONT.) 


•  THIRD-PARTY  FOR  SPECIFIC  PRODUCTS 

4300 

DEC  LINE 
DC 

CAD/CAM  COMPANIES 

DDP  PRODUCTS 

-      ON-SITE  USER  HARDWARE  (INFORMATION 
PROCESSING  COMPANIES) 

•  TOTAL  OEM  SUPPORT 


MAINTAIN  WHATEVER  AN  OEM  USER  ADDS  TO 
THE  PRODUCT 


NEW  SERVICES  TO  IMPROVE  REVENUE  (CONT.) 


COMMUNICATIONS  OPPORTUNITIES 


GROUND  BASE  STATIONS 


PABX 


FAX  &  OTHER  PRODUCTS 


THE  ENTIRE  BUILDING 


INPUT  ^ 

Y-DCA 


19- 


OVERVIEW  OF  TARGET  ENTITIES 


Tl 

IN  A  GROWTH  STAGE 

OUT  OF  CONTROL  IN  1  978  AND  EARLY  1979 

FACTOR  ONLY  IN  SPECIFIC  INDUSTRY-ORIENTED 
MARKETS  AND  TERMINALS 

NO  THREAT  TO  DEC  ENGINEERING  OR  SCIENTIFIC 
BASE 

NO  THREAT  ON  COMPLICATED  DATA  COMMUNICATIONS 
NETWORKS 

NOT  SETTING  MAINTENANCE  TRENDS 

REACTING  TO  COMPETITIVE  MARKET  AND  TRYING 
TO  HOLD  ON 

 INPUT 

Y-DCA 
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OVERVIEW  OF  TARGET  ENTITIES  (CONT.) 


CDC 


NO  THREAT  TO  TRADITIONAL  DEC  PRODUCT  LINE 

NO  SMALL  END  PRODUCT  THAT  CAN  TAKE  THE 
MARKET 

PROFESS  TO  "COMPETE  WITH  IBM  AND  COOPERATE 
WITH  DEC"  AS  IT  RELATES  TO  MAINTENANCE 

POTENTIAL  "WOLF-IN-SHEEP'S-CLOTHINC"  AS  IT 
RELATES  TO  DESIRES  IN  THE  MAINTENANCE  MARKET 

TOO  FRACTURED  AT  PRESENT  TIME  TO  BE  A  THREAT 

NO  UNIFORM  APPROACH  TO  THE  MARKET 

NO  SOFTWARE  MAINTENANCE  CAPABILITY  EXCEPT 
WILLING  TO  DO  FOR  A  FEE 


INPUT  ^ 

Y-DCA 
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OVERVIEW  OF  TARGET  ENTITIES  (CONT.) 


IBM 

-  NO  NAME  OR  REPUTATION  IN  SMALL  ENGINEERING 
OR  SCIENTIFIC  MARKET 

HAVE  NOT,  TO  DATE,  BEEN  ABLE  TO  PENETRATE 
THIS  MARKET 

MAINTENANCE  TERMS  AND  PRICES  WILL  BE 
ATTRACTIVE  FOR  DEC 

-  EXCELLENT  COMPETITOR  FOR  SMALL  BUSINESS/DDP 
MARKET 

SHORT  ON  SALES  CAPABILITY  FOR  DATA 
COMMUNICATION  AND  NETWORKS,  BUT  BUILDING 


INPUT 

Y-DCA 
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Tl  GENERAL  PROBLEMS  AND  DIRECTIONS 

•  CONTINUE  TO  BUILD  ON  ITS  SEMICONDUCTOR 
CAPABILITY 

•  FIELD  ENGINEERING  IS  NOT  NOW  PROFITABLE 

•  DIGITAL  SYSTEMS  GROUP  EXPERIENCED  REDUCED 
EARNINGS  IN  1979  OVER  1978 

$53  MILLION  IN  1  979  VERSUS  $7U  MILLION  IN  1978 

PROFIT  DECLINE  DUE  TO: 

COST  PROBLEMS  AND  COMPETITIVE  PRESSURES 
IN  THE  WATCH  BUSINESS 

HOME  COMPUTER  DEVELOPMENT  COSTS 

DATA  TERMINAL  PRICE  REDUCTION 

•  ESTIMATED  $400  MILLION  IN  COMPUTER/TERMINAL  SALES 


INPUT  ^ 

Y-DCA 
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Tl  GENERAL  PROBLEMS  AND  DIRECTIONS  (CONT.) 


HAVE  DIVIDED  THE  MARKET  INTO: 

LARGE  USERS  ($1  00,  000  CONTRACT)  HANDLED 
BY  DIRECT  SALES 

FE  GETS  MAINTENANCE  CONTRACTS  ON 
90%  OF  THIS  BUSINESS 

-  OEM  BUSINESS 

FE  GETS  MAINTENANCE  CONTRACTS  ON 
32%  OF  THIS  BUSINESS 

-  RETAIL 

MAINTENANCE  DONE  BY  DEPOTS 

NO  FUNDS  IN  1979  FOR  MARKETING  FIELD  ENGINEERING 
SERVICES 

NO  SERVICE  CAPABILITY  TO  MARKET 


INPUT 

Y-DCA 


Tl  GENERAL  PROBLEMS  AND  DIRECTIONS  (CONT.) 


•  GOVERNMENT  CONTRACT  SALES  DIRECT  EQUALS 
12%  OF  REVENUE.    PLAN  TO  HOLD  UNDER  15%. 

•  NO  REAL  NATIONAL  SERVICE  MANAGER.    TWO  REGIONS 

•  NO  FAULT  FOUND  IN  RETURNED  PARTS  UP  FROM 

7%  TO  30% 

•  SERVICE  HAS  BEEN  POOR  BEGINNING  IN  1  978  AND 
THROUGH  1979 

STOPPED  MARKETING  INCENTIVES 

e       CHANGING  CHANNELS  OF  DISTRIBUTION 


INPUT 
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Tl  1  985  OBJECTIVES/POLICIES/GOALS 

•  NATIONAL  SERVICE  MANAGER  EQUAL  TO  NATIONAL 
SALES  MANAGER 

e       PROFITABLE  OPERATION 

•  FREED  FROM  PRODUCT  DIVISIONS 

CAN  AND  WILL  MAINTAIN  ANY  PRODUCT 

•  NO  INTEREST  IN  END  USER  FOR  APPLICATION  SUPPORT 

-      CREATE  VERTICAL-ORIENTED  OEM's  TO  SERVICE 
THAT  MARKET 

•  FIELD  ENGINEERING  STAFFING  NOW  TO  SUPPORT  SYSTEM 
LEVEL  PROGRAMS 

PRESENT  SUPPORT  PROVIDED  BY  SALES 

FE  ASSUMING  POST-INSTALLATION  SUPPORT 

BY  1  985,  FE  WILL  ASSUME  PRE-SALES  SUPPORT 

 INPUT 

Y-DCA 


Tl  1  985  OBJECTIVES/POLICIES/GOALS  (CONT.) 


SALES  OF  FIELD  ENGINEERING  SERVICES  WILL  BE  DONE 
BY  SALES  GROUP  AND  OEM's  ON  A  COMMISSION  BASIS 

FE  WILL  NOT  HAVE  SALESMEN 

SALES  REVENUE  WILL  BE  DIVIDED  INTO: 

10%  OF  THE  REVENUE  FROM  DIRECT  SALES  TO 
LARGE  USERS 

90%  OF  THE  REVENUE  FROM  INDUSTRY-ORIENTED 
OEM's 

FIELD  ENGINEERING  WILL  ACHIEVE: 

90%  PENETRATION  OF  THE  LARGE  USERS  FOR 
SERVICE  CONTRACTS  (DOING  AT  PRESENT) 

80%  PENETRATION  OF  THE  NEW  OEM  GROUPS 
(UP  FROM  32%  AT  PRESENT) 


INPUT  ^ 

Y-DCA 


27- 


Tl  1  985  OBJECTIVES/POLICIES/GOALS  (CONT.) 


CUSTOMER  SUPPORT  CENTERS  (HOTLINE)  WILL  BE 
STRENGTHENED 

PROVIDE  CUSTOMER  SUPPORT  TO  AVOID  A 
SERVICE  CALL 

PROVIDE  FIELD  ENGINEERING  SUPPORT  TO  SPEED 
REPAIR  OR  UNIT  RETURNED  TO  SERVICE 

REMOTE  DIAGNOSTICS  WILL  BE  STRENGTHENED 
PRESENTLY  FE  SUPPORT 
USED  TO  PREVENT  A  SERVICE  CALL 


-28- 


INPUT 

Y-DCA 


Tl  1  985  OBJECTIVES/POLICIES/GOALS  (CONT.) 


•  ON-LINE  DIAGNOSTIC  PRESENTLY  RUNNING  IN  A 
LIMITED  FASHION 

-  OPERATES  UNDER  OPERATING  SYSTEM  AND 
CONSTANTLY  CHECKS  AND  RECORDS  ALL  ERRORS 

WILL  BE  USED  TO  ASSIST  FE  ON  PM  CALL  FOR  ANY 
OTHER  PARTS  TO  CHECK 

-  WILL  BE  USED  BY  REMOTE  DIAGNOSTIC  CENTER  TO 
FLAG  POTENTIAL  FAILURES,  AS  WELL  AS  ASSIST  IN 
BRINGING  UP  A  "DOWN  SYSTEM" 

•  SECURITY  OF  THE  DATA  BASE  IS  A  CUSTOMER 
RESPONSIBILITY 

•  COMPANY  WILL  ACTIVELY  PURSUE  ACQUISITIONS 
IN  SOFTWARE  AND  HARDWARE  DEVICES 

PRODUCT  DIVISIONS  WILL  SUPPLY  MORE  SOFTWARE 
PRODUCTS  BASED  UPON  CROSS-LICENSE  OR 
ACQUISITION 


INPUT 


Y-DCA 
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Tl  1  985  OBJECTIVES/POLICIES/GOALS  (CONT.) 


•  MAINTENANCE  CONTRACTS  WILL  BE  BASED  ON  DUTY 
CYCLE 

NOTE  FORM  FEED  ON  TERMINAL  AT  $20  PER  MONTH 
RETURN  TO  "METERS"? 

•  LARGE  USER  CONTRACTS  (I.E.,  DIRECT  SALES)  WILL 
BE  CUSTOM  ARRANGEMENTS  BASED  UPON: 

LOCATION 

-  MTR 

-  MTTR 

SPARE  PARTS  STOCKAGE  BY  USER 
USER  SUPPLIED  BACK-UP 
EXTENT  OF  SOFTWARE  SUPPORT 
PROFITABILITY 

  INPUT 

Y-DCA 
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Tl  1  985  OBJECTIVES/POLICIES/GOALS  (CONT.) 


COMPETITIVE  PRICES  "TO  GET  THE  ORDER"  WILL  BE 
UNDERWRITTEN  BY  SALES  AND  PRODUCT  DIVISIONS 


CDC  GENERAL  PROBLEMS  AND  DIRECTIONS 


•  PRESENTLY  CONCENTRATING  ON  A  FEW  MARKETS: 

25%  OF  ALL  SYSTEMS  IN  EDUCATIONAL  INSTITUTIONS 

LEADER  IN  SEISMIC,  POWER  DISTRIBUTION  AND 
WEATHER  STATIONS 

DATA  SERVICES  (SBC  FOR  COMMERCIAL  AND 
CYBERNET  FOR  SCIENTIFIC  AND  ENGINEERING) 

•  GENERALLY  FRAGMENTED  OPERATION 

e       PULLING  TOGETHER  ALL  MAINTENANCE  UNDER  ONE 
GROUP 

COMMA  INTO  REGULAR  FE  BY  1983 

PRESENTLY  137  BRANCHES  AND  FIVE  REGIONS 
ALSO,  AREAS  (MINI-REGIONS) 
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INPUT 

Y-DCA 


CDC  GENERAL  PROBLEMS  AND  DIRECTIONS  (CONT.) 


e       SUFFERING  FROM  PARTS  DISTRIBUTION  PROBLEM 
CREATING  SERVICE  IMPACT 

PHASING  OUT  FEDERAL  EXPRESS  PARTS  BANK 
AND  GOING  TO  A  FACILITY  IN  CHICAGO  O'HARE 

SPAN  OF  PRODUCTS  MAINTAINED  IS  CREATING 
SERVICE  AND  PARTS  PROBLEMS 

•  SYSTEMS  SUPPORT  CENTERS 

EXPERIMENTAL  TO  DATE 

USED  TO  PREVENT  A  SERVICE  CALL 

PLAN  TO  EXPAND 

•  REGIONS  ARE  STAFFING  WITH  ONE  SALESMAN 

WILL  ALSO  ACQUIRE  THE  COMMA  SALES  FORCE 
WHEN  FOLDED  INTO  REGULAR  FE 


INPUT  ^ 

Y-DCA 
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CDC  GENERAL  PROBLEMS  AND  DIRECTIONS  (CONT.) 

•  NO  PLANS  FOR  REMOTE  DIAGNOSTICS 

•  NO  PLANS  FOR  SOFTWARE  MAINTENANCE 

-  OTHER  THAN  FE  PROVIDED  SOFTWARE 

•  SOFTWARE  SALES  AND  MAINTENANCE  IS  SPLIT  AMONG 
SEVERAL  CROUPS  AND  NO  PLANS  TO  CONSOLIDATE 

•  OFFERING  THE  MOST  FLEXIBLE  MAINTENANCE  CONTRACT 
IN  THE  INDUSTRY 

-  ON  CALL  (CONTRACT) 

-  ON  CALL  (T&M) 

-  ON-SITE 
LABOR  ONLY 
PARTS  ONLY 
QUANTITY  DISCOUNT 

 .  INPUT 

Y-DCA 
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CDC  GENERAL  PROBLEMS  AND  DIRECTIONS  (CONT.) 


•  OFFERING  THE  MOST  FLEXIBLE  MAINTENANCE  CONTRACT 
IN  THE  INDUSTRY  (CONT.) 

-  ANY  HARDWARE 

-  ANY  SOFTWARE 

-  ANYWHERE 

•  CREATING  AN  EXTENSIVE  DATA  BASE  ON  ALL  MAINTENANCE 
PRICING  FROM  ALL  VENDORS 

o        1  980  SALARY  INCREASES  AIMED  AT  REDUCING  THE  SPREAD 
BETWEEN  TRAINEE  (10.6%),  FE  (9.7%),  AND  SENIOR  FE  (8.9%) 


INPUT 

Y-DCA 
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CDC  GENERAL  PROBLEMS  AND  DIRECTIONS  (CONT.) 


•       FIELD  ENGINEERING  DRAWS  UPON  : 

-      FACILITY  PLANNING  AND  CONSTRUCTION 

STAFFED  WITH  EE's  AND  ME's 

HANDLE  AIR  CONDITIONING,  FIRE  CONTROL, 
SECURITY  ACCESS,  LIGHTING  AND  POWER 

HANDLE  ALL  ASPECTS  OF  CREATING  A 
PRODUCTIVE  ENVIRONMENT  FOR  COMPUTER 
EQUIPMENT  AND  PERSONNEL 

MORE  THAN  HALF  THE  REVENUE  GENERATED 
INVOLVED  OTHER  THAN  CDC  EQUIPMENT 
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INPUT 

Y-DCA 


CDC  GENERAL  PROBLEMS  AND  DIRECTIONS  (CONT.) 


FIELD  ENGINEERING  DRAWS  UPON:  (CONT.) 

PROFESSIONAL  SERVICES  (2600  PEOPLE) 

PROVIDES  PRE-  AND  POST-SALES  SUPPORT, 
CONTRACT  PROGRAMMING,  SYSTEM  ANALYSIS 
SERVICES  AND  CONSULTING 

PROVIDE  "PODS  OF  PEOPLE"  IN  TECHNOLOGY 
CENTERS  WHO  WORK  ON  AREAS  OF  CDC's  TARGET 
MARKETS,  PRESENT  AND  FUTURE.  CURRENT 
CENTERS  ARE:    STRUCTURAL  ENGINEERING, 
MANUFACTURING,  DATA  MANAGEMENT,  NUCLEAR 
ENERGY,  DATA  COMMUNICATIONS,  PETROLEUM, 
MINING  AND  MICRO  PROCESSORS 
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INPUT 

Y-DCA 


CDC  1  985  OBJECTIVES/POLICIES/COALS 


•  CREATE  THE  SECOND  LARGEST  HARDWARE  MAINTENANCE 
FORCE  IN  THE  INDUSTRY 

•  CREATE  THE  MOST  COMPETITIVE  MAINTENANCE 
ORGANIZATION 

LOWEST  PRICE  IN  THE  INDUSTRY 

TARGET  20%  LESS  THAN  IBM  AS  AN  EXAMPLE 

LARGEST  SALES  STAFF  FOR  ENGINEERING  SERVICES 

e       EXPAND  SYSTEM  SUPPORT  CENTERS  ONLY  AS  PROVEN 
TO  REDUCE  ON-SITE  SERVICE 

•  NO  PLANS  FOR  REMOTE  DIAGNOSTICS 

-      STRESS  THE  NEED  FOR  QUALIFIED  ON-SITE  SERVICE 
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INPUT 

Y-DCA 


CDC  1  985  OBJECTIVES/POLICIES/COALS  (CONT.) 

•       EASY  TO  DO  BUSINESS  WITH,  VIA: 

-  FLEXIBLE  TERMS 
FLEXIBLE  CONTRACTS 

BUNDLED  SERVICE{S) 

UNBUNDLED  SERVICE(S) 

o       CONTINUE  TO  PROVIDE  HARDWARE  AND  SOFTWARE  FOR 
ENGINEERING  AND  SCIENTIFIC  USERS 

-  CONCENTRATE  ON  SPECIFIC  MARKET  AREAS 
REQUIRING  SPECIAL  PROGRAMS,  EQUIPMENT  OR 
SKILLS 


INPUT  ^ 

Y-DCA 
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CDC  1  985  OBJECTIVES/POLICIES/GOALS  (CONT.) 


•  TARGET  GROWTH  AREAS 

INFORMATION  PROCESSING  SERVICES 
-      MICRO  PROCESSORS  IN  SPECIAL  APPLICATIONS 
DATA  COMMUNICATIONS 
HARDWARE  MAINTENANCE 

•  SOFTWARE  DEVELOPMENT,  SALES  AND  MAINTENANCE 
TO  REMAIN  WITH  THE  PRESENT  GROUPS,  I.E., 

PRODUCT  GROUPS 

SBC 

CYBERNET 

SPECIAL  INFORMATION  PROCESSING 
TICKETRON,  ARBITRON,  ETC. 

  INPUT 

Y-DCA 
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CDC  1  985  OBJECTIVES/POLICIES/GOALS  (CONT.) 


•  NET  FOR  1985 

-      MORE  OF  THE  SAME 

NO  MAJOR  ORGANIZATION  CHANGE 
NO  MAJOR  PRODUCT  CHANGE 

•  PROBLEM:    HOW  TO  BECOME  AGGRESSIVE  IN  MAINTENANCE 
AND  NOT  IMPACT  PERIPHERAL  OEM  BUSINESS? 
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INPUT 
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IBM  GENERAL  PROBLEMS  AND  DIRECTIONS 


•  IBM  IS  TYPICALLY  VERY  SECRETIVE 

RECENT  LEAK  AND  WRIST  SLAPS  HAVE  NOT 
HELPED  TO  DERIVE  INFORMATION 

•  FOUR  PLANS  IN  EXISTENCE  FOR  NEXT  FIVE  YEARS 

FEDERAL  ANTITRUST  NOT  SETTLED  ("BUSINESS  AS  USUAL") 

FEDERAL  ANTITRUST  RESOLVED  AND  GOVERNMENT 
PREVAILS 

-  FEDERAL  ANTITRUST  RESOLVED  AND  IBM  PREVAILS 

-  ANTITRUST  IS  RESOLVED  VIA  CONSENT  DECREE 

•  ANY  RESOLUTION  WILL  CREATE  MAJOR  CHANGES  IN  BUSINESS/ 
ORGANIZATION/AND  IN  CASE  OF  NEGATIVE  RESOLUTION, 
IMPACT  ON  CASH  AND  CAPABILITY  TO  DO  BUSINESS 

e      BASIC  OPERATING  PLAN  IS  "BUSINESS  AS  USUAL"  FOR 
THE  NEXT  FIVE  YEARS 


INPUT 

Y-DCA 
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IBM  GENERAL  PROBLEMS  AND  DIRECTIONS  (CONT.) 


PRODUCTS  WILL  CONTINUE  TO  REFLECT  A  SUPERIOR 
PRICE/PERFORMANCE 

-      AIMED  AT  JAPAN,  INC. 

LOST  REVENUE  TO  BE  DERIVED  FROM  EXPANDING 
SALES  DUE  TO  P/P,  NEW  AREAS  OF  BUSINESS 
(DATA  COMMUNICATIONS,  SMALL  ENGINEERING/ 
SCIENTIFIC)  AND  HARDWARE/SOFTWARE  MAINTENANCE 
SERVICE 

SOFTWARE  SUPPORT  IS  LIMITED  TO: 
TYPE  I  PROGRAMS  (SYSTEM  LEVEL) 
LANGUAGES 

LICENSED  APPLICATION  PROGRAMS 


-  INPUT 

Y-DCA 


J 
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IBM  GENERAL  PROBLEMS  AND  DIRECTIONS  (CONT.) 


•  FE  WOULD  LIKE  TO  SUPPORT  CUSTOMER-WRITTEN, 
CUSTOMER-MODIFIED  PROGRAMS  BUT  DOESN'T  KNOW 
HOW  TO  APPROACH 

-  WILL  MOST  LIKELY  NOT  SURFACE  UNTIL  REMOTE 
DIAGNOSTICS  IS  IMPLEMENTED  TO  HANDLE  4300 
AND  8100  WORKLOAD 

•  FE  HAS  HAD  A  LIMITED  HIRING  PROGRAM  FOR  THE 
LAST  TWO  YEARS 

-  MUST  GET  R/D  GOING  TO  HANDLE  VOLUME 
SHIPMENTS  OF  NEW  PRODUCTS 


-44- 


INPUT 

Y-DCA 


r 


IBM  GENERAL  PROBLEMS  AND  DIRECTIONS  (CONT.) 


•       REMOTE  DIAGNOSTICS  IS  RUNNING  ON  1  58,  303X  LINE, 
4300  AND  8100 

"FE  ONLY"  TOOL 

-      OPERATES  INTO  POUGHKEEPSIE 

REQUIRES  ON-SITE  FE  AND  LOCAL  PROGRAM  LOAD 

TEST  RESULTS  ENCOURAGING  (I.E.,  80%  OF  THE 
HARDWARE  FAULTS  IDENTIFIED) 

NEED  TO  IMPROVE  AND  ANNOUNCE  ASAP 


INPUT  ^ 

Y-DCA 
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IBM  GENERAL  PROBLEMS  AND  DIRECTIONS  (CONT.) 


SYSTEMS  SUPPORT  CENTERS 

-  SUCCESSFUL,  BUT  TOO  FRAGMENTED  IF  COMPLEX  SYSTEM 
NOT  YET  TIED  TO  LOCAL  DISPATCH 

DALLAS  =  4300  AND  8100  HARDWARE /SOFTWARE 

-  WASHINGTON,  D.C.  =  OTHER  HARDWARE  AND 
OLDER  TELEPROCESSING  SOFTWARE 

CHICAGO/TAMPA  =  NEWER  AND  UPGRADED  LICENSED 
SOFTWARE 

LICENSED  BY  CPU  SERIAL  NUMBER  AND  ALL 
LICENSED  SOFTWARE  ON  THAT  CPU  MUST  BE 
COVERED  BY  12  MONTH  CONTRACT.  ALLOWS 
USE  OF  CENTER  PLUS  ON-SITE 

IF  ANNUAL  MAINTENANCE  CONTRACT  NOT 
CHOSEN,  CAN  USE  CENTER  BUT  ON-SITE 
BILLABLE 


INPUT  ^ 

Y-DCA 
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IBM  GENERAL  PROBLEMS  AND  DIRECTIONS  (CONT.) 


PROGRESSING  TOWARDS  FOUR  LEVELS  OF  FIELD  ENGINEERS 

LEVEL  1  =  POSSIBLE  TRAINEES  FOR  FUTURE,  BUT 
MOSTLY  "ARMS  AND  LEGS" 

LEVEL  2  =  SIMILAR  TO  PRESENT  QUALIFIED  FE  BUT 
MORE  GENERAL  HARDWARE  AND  SOME  SOFTWARE  TO 
BE  BRANCH  BACK-UP  FOR  LEVEL  1. 

LEVEL  3  =  DISTRICT/AREA/SUPPORT  CENTER/ 
REMOTE  DIAGNOSTIC  SPECIALISTS  ON  SPECIFIC 
MACHINE  AND  SOFTWARE 

LEVEL  4  =  SOFTWARE  CHANGE  TEAMS/RAS/ETC .  AT 
LAB/FACTORY  LOCATIONS 

PROBLEMS  WITH  LEVEL  1 

UNION  POSSIBILITY 

JOB  SATISFACTION 

GROWTH  IN  COMPANY 


INPUT  ^ 

Y-DCA 
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IBM  -  1985  POLICIES/PRACTICES/OBJECTIVES 


•  BE  THE  LEADER  IN  PRICE/ PERFORMANCE 

•  CONTINUE  TO  STRESS  SERVICES  VERSUS  HARDWARE 

-  ANTI-JAPAN,  INC. 

•  BE  THE  FACTOR  IN  "OFFICE  OF  THE  FUTURE" 

•  BE  A  FACTOR  IN  COMMUNICATIONS  VIA: 

SBS 
PABX 

-  SNA 

-  VOICE/DATA/IMAGE 

•  BE  A  FACTOR  IN  SMALL  ENGINEER  INC /SC  lENT  I FIC 

ACHIEVE  MARKET  PENETRATION  ALONG  SPECIFIC 
APPLICATION  AREAS 

  INPUT 

Y-DCA 


IBM  -  1  985  POLICIES/PRACTICES/OBJECTIVES  (CONT.) 


•  RETAIN  ALL  EMPLOYEES  IN  A  NON-UNION  STATUS 

•  PRODUCT  GROUPS  WILL  CREATE  (OR  CROSS  LICENSE) 
MORE  SOFTWARE  TO  BE  LICENSED  TO  USERS 

SOFTWARE  LICENSES  CONSIDERED  TO  BE  A  MAJOR 
REVENUE  PRODUCER 

e       REMOTE  DIAGNOSTICS  (ON-LINE)  WILL  BE  DEVELOPED 
AND  OPERATIONAL  FOR  ALL  EQUIPMENT  ANNOUNCED 
AFTER  1979 

-      OBJECTIVE  IS  TO  LOCATE  90%  OF  THE  PROBLEMS 
TO  THE  BOARD  LEVEL 

ELECTRO  MECHANICAL  DEVICES  EXCLUDED 

WILL  NOT  REQUIRE  AN  ON-SITE  FE  TO  RUN 

CERTAIN  UNITS  MAY  BE  DIAGNOSED  OFF  LINE 
FROM  CPU,  YET  DONE  REMOTELY 


INPUT  ^ 

Y-DCA 
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IBM  -  1  985  POLICIES/PRACTICES/OBJECTIVES  (CONT.) 


•  SYSTEMS  SUPPORT  CENTERS  AND  REMOTE  DIAGNOSTIC 
CENTERS  WILL  BE  HOUSED  IN  SAME  LOCATION 

FOR  SOFTWARE,  THE  OBJECTIVE  IS  TO  TRAP 
95%  OF  SOFTWARE  PROBLEMS  REMOTELY 

•  BASED  UPON  CAPABILITY  AND  NEED,  FIELD  ENGINEERING 
MAY: 

PROVIDE  APPLICATION  MAINTENANCE 

•  THERE  WILL  BE  TWO  FIELD  ENGINEERING  GROUPS 

DPD  AND  COMMUNICATIONS 
GSD/OPD  COMBINED 

•  DISPATCH  LOCATIONS  TO  BE  TIED  TOGETHER  FOR  BOTH 
CROUPS  FOR  MIS 


INPUT 

Y-DCA 


IBM  -  1  985  POLICIES/PRACTICES/OBJECTIVES  (CONT.) 


•  FIELD  ENGINEERING  REVENUE  TO  GROW  AT  25%  AAGR 
AND  IS  DERIVED  FROM: 

HARDWARE  MAINTENENCE 

LEVEL  1  SOFTWARE  MAINTENENCE 

-  APPLICATIONS  SOFTWARE  MAINTENANCE 
PARTS  SALES 

TRAINING 

ALL  INSTALLATION  WORK 

-  MISCELLANEOUS  SERVICES  AND  RENTALS 

•  FIELD  ENGINEERING  EMPLOYEE  GROWTH: 

DPD  BY  1  985  (-3%) 
CSD  BY  1  985  +  3% 

OVERALL  CORPORATION  GROWTH  =  0 


EUROPE  IS  NOT  ONE  MARKET 


INPUT 

Y-DCA 


EUROPE 


e      IN  EUROPE,  USERS  RARELY  DO  IN-DEPTH  COMPARISONS 
OF  MAINTENANCE  FACILITIES  BETWEEN  VENDORS 

-      TEND  TO  BELIEVE  VENDOR-SUPPLIED  INFORMATION 

THEREFORE,  CLIENT  PERCEPTION  IS  MORE 
IMPORTANT  THAN  VENDOR'S  OWN  PERFORMANCE 
CRITERIA 

GOOD  MARKETING  MATERIAL  IS  NEEDED  AS  WELL 
AS  PRE-SALE  F.E.  INVOLVEMENT 

IN  EUROPE,  MAINTENANCE  ACCOUNTS  FOR  15-30% 
OF  THE  TOTAL  VENDOR  INCOME  AND  IS  INCREASING 

HOWEVER,  THE  VALUE  OF  MAINTENANCE  AS  A 
PROFIT  GENERATOR  IS  RARELY  REALIZED  BY 
SENIOR  MANAGEMENT 

A  RECENT  INPUT  STUDY  SHOWED  25% OF  USERS 
REPLACED  EQUIPMENT  BECAUSE  OF  EXCESSIVE 
DOWNTIME! 

MUCH  HIGHER  THAN  ENCOUNTERED  IN  THE  U.S. 

  INPUT 

Y-DCA 
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EUROPE  (CONT.) 


MEANTIME  TO  RESPOND  THE  MOST  IMPORTANT 
APPLIED  CRITERIA  FOR  USER  EVALUATION  OF 
MAINTENANCE 


THERE  ARE  SIGNIFICANT  DIFFERENCES  BETWEEN 
COUNTRIES 


e      EUROPEAN  USERS  HIGH  ON  P.M. 


•      MAINTENANCE  PRICING  IS  IMPORTANT  BUT  NOT 
CRITICAL 


-  INPUT  ^ 

Y-DCA 
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r 


EUROPE  (CONT.) 


a      MANY  EUROPEAN  VENDORS  ARE  ENCOURAGING  USERS 
TO  INSTALL  THEIR  OWN  SYSTEMS 

-      ACCEPTANCE  IS  HIGH:    BETTER  THAN  IN  THE  U.S. 

•  VENDORS  ARE  BEGINNING  TO  PUSH  USERS  TO: 

DO  COOPERATIVE  TESTING 
STOCK  SPARES  ON-SITE 

TAKE  OVER  A  MAJOR  SHARE  OF  THE  P.M.  LOAD 

•  EUROPEAN  USERS  ARE  QUITE  WILLING  TO  PARTICIPATE, 
BUT  WANT  A  PRICE  BREAK 


INPUT 


Y-DCA 
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EUROPE  (CONT.) 


•      USERS  ANTICIPATE  MAINTENANCE  PRICE  INCREASES 
OF  FROM  3^  -  7%  NEXT  YEAR 


•      BETWEEN  MANUFACTURERS,  COMPETITIVE  MAINTENANCE 
PRICING  IS  USUALLY  NOT  AN  ISSUE 

-      THIRD  PARTY  FIRMS  MUST  GENERALLY  BE  AT 
LEAST  20%  UNDER  THE  GOING  MANUFACTURERS' 
RATES 


•      USERS  WILL  ACCEPT  A  3  -  8%  PREMIUM  TO  OBTAIN 
BETTER  RESPONSE  TIME 


-56- 


INPUT 

Y-DCA 


r 


EUROPE  (CONT.) 


•      EUROPE  FACING  AN  ACUTE  SHORTAGE  OF  EE's 

LIKELY  TO  BE  EVEN  MORE  SERIOUS  THAN  U.S. 


IN  MOST  FIRMS,  FIELD  SERVICE  IS  PERCEIVED  BY 
BOTH  MANAGEMENT  AND  EMPLOYEES  AS  A 
SECOND-CLASS  CAREER 


•      SALARIES  ARE  SQUEEZED  INTO  NARROW  RANGES 


•      SEPARATION  RATE  IS  HALF  THAT  OF  U.S.  BUT 
HIGH  BY  EUROPEAN  STANDARDS 


INPUT  ^ 

Y-DCA 
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EUROPE  (CONT.) 


•     MOVEMENT  OF  SPARES  A  MAJOR  HEADACHE  IN  EUROPE 

WHEN  PARTS  SHIP  ACROSS  A  BORDER,  ADDITIONAL 
TARIFFS  ARE  USUALLY  IMPOSED 

MOST  COMMON  SOLUTION  IS  TO  WAREHOUSE  IN 
BONDED  FACILITIES:  USUALLY  SCH IPOL  AIRPORT 
(AMSTERDAM) 


•      THE  SPARES  SHORTAGE  IS  INTENSE  IN  ALL  OF  EUROPE 

LOW  AVERAGE  QUALITY  OF  FEs  OFTEN  RESULTS 
IN  "GOOD"  PARTS  BEING  RETURNED  FOR  REPAIR 


INPUT 

Y-DCA 


EUROPE  (CONT.) 


o      STANDARD  FIXED-FEE  MAINTENANCE  CONTRACTS 
MUCH  PREFERRED  OVER  T  &  M 

SIMILAR  TO  U.S. 


•      USERS  LIKE  THE  CONCEPT  OF  A  MAINTENANCE 
SERVICE  CONTRACT  "TAILORED"  TO  MEET  THEIR 
INDIVIDUAL  NEEDS 
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INPUT 

Y-DCA 


EUROPE  (CONT.) 


•  THERE  ARE  TWO  TYPES  OF  TPM  FIRMS  IN  EUROPE 

THOSE  SPECIALIZING  ON  A  SMALL  NUMBER  OF 
LARGE/MEDIUM  INSTALLATIONS 

-  THOSE  HANDLING  ACROSS-THE-BOARD  PRODUCTS: 
MOSTLY  SMALL  EQUIPMENT  SUCH  AS  TERMINALS, 
MINIS,  ETC. 

•  TPM  COVERAGE  IN  EUROPE  IS  UNEVEN 

UK  —  QUITE  GOOD 

-  FRANCE  —  A  FEW 

GERMANY  AND  HOLLAND  —  NONE 

•  MANY  EUROPEAN  HARDWARE  MANUFACTURERS  ARE 
CONSIDERING  ENTERING  THE  TPM  MARKET 

BECAUSE  OF  PROBLEMS  IN  HANDLING  THEIR  OWN 
EQUIPMENT,  NONE  CAN  JUSTIFY  IT  AT  THE  PRESENT 


INPUT 

Y-DCA 


r 


EUROPE  (CONT.) 


•  THERE  ARE  STRONG  NATIONALISTIC  FEELINGS  IN  THE 
EUROPEAN  MARKET 

NOT  ANTI-U.S. 

•  COMPANIES  MUST  ORGANIZE  FIELD  SERVICE  ON  A 
COUNTRY-BY-COUNTRY  BASIS 

SYSTEMS,  PERFORMANCE  STANDARDS  AND 
DELIVERY  OF  MAINTENANCE  SERVICES  DIFFER 
SIGNIFICANTLY  FROM  ONE  REGION  TO  ANOTHER 

•  VENDORS  ARE  STARTING  TO  TAKE  INTO  ACCOUNT 
THAT  SYSTEMS  DEVELOPED  IN  U.S.  MAY  NOT  BE 
SUITED  TO  EUROPE 

REMOTE  DIAGNOSTICS 

PHONE  LINES 
CENTRAL  DISPATCH 

NATIONALISTIC  OR  EVEN  REGIONAL  PROBLEMS 


INPUT  ^ 

Y-DCA 
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